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O State Transfer O Statutory Public Entity

The bill creates a refundable income tax credit for senior taxpayers with adjusted gross
income up to $75,000 who have not claimed a homestead property tax exemption.
The bill decreases state revenue and increases state expenditures and workload from
FY 2021-22 to FY 2023-24.

Appropriation

For FY 2022-23, the bill requires and includes a General Fund appropriation of

Summary: $424,445 to the Department of Revenue.
Fiscal Note The fiscal note reflects the enacted bill.
Status:
Table 1
State Fiscal Impacts Under HB 22-1205
Current Year Budget Year Out Year
FY 2021-22 FY 2022-23 FY 2023-24

Revenue General Fund ($50.0 million) ($50.0 million) -

Total Revenue  ($50.0 million)  ($50.0 million) -

Expenditures General Fund - $424,445 $373,944
Centrally Appropriated - $68,666 $97,778

Total Expenditures - $493,111 $471,722

Transfers - - -
Other Budget Impacts  General Fund Reserve - $63,667 $56,092

TABOR Refund ($50.0 million) ($50.0 million)
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Summary of Legislation

For income tax year 2022 the bill creates a refundable, means-tested income tax credit available to
Colorado taxpayers who are at least 65 years old as of the end of the tax year, whose adjusted gross
income falls below a cap, and who have not claimed a homestead property tax exemption for the 2022
property tax year. The credit is equal to $1,000 for taxpayers with incomes up to $25,000. For
taxpayers with incomes above $25,000, the credit is reduced by $10 for every $500 above $25,000. For
two taxpayers who share the same primary residence and may legally file a joint return but instead
file separately, both taxpayers may claim the credit, but the maximum credit for each is $500 and the
credit is reduced by $5 for every $500 of adjusted gross income above $25,000. The credit is not
available for taxpayers with incomes of $75,000 and above. Regardless of income, a taxpayer who also
qualifies for the property tax, rent, heat rebate during 2022 is eligible to receive the maximum credit.

Figure 1 shows credit values expected for tax year 2022 by taxpayer adjusted gross income. For
example, the credit for a senior taxpayer with adjusted gross income of $50,000 would be $500, and
the credit for a senior taxpayer with adjusted gross income of $65,000 would be $200.

Figure 1
2022 Credit Amounts Under HB 22-1205
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The amount by which the credit exceeds a taxpayer’s income tax liability is refunded to the taxpayer,
and the bill excludes the refunded amount from determination of the taxpayer’s eligibility for public
assistance benefits to the extent permitted by federal law.

The bill requires that the Property Tax Administrator provide the Department of Revenue with
reports on seniors and veterans with a disability homestead exemptions on December 1, 2022 and
April 1, 2023.
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Background

Senior PTC rebates. Under current law, Colorado residents who are at least 65 years old are eligible
for a property tax and rent assistance rebate grant and a heat and fuel expenses rebate grant,
commonly known as PTC rebates, if their income falls below a certain threshold. Income is measured
as total income from all sources and is not the same as a taxpayer’s adjusted gross income. To be
eligible to claim a rebate in 2022, the maximum income for individuals in 2021 is $15,831 and for
married couples is $21,381. The 2021 income level at which the maximum rebate amount begins to
decrease is $8,512 for individuals and $13,760 for married couples. Rebates and income thresholds
are adjusted annually for inflation. The amount of the 2022 rebates ranges from $328 to $976.

Senior homestead exemption. The senior homestead exemption reduces the actual value of a
qualifying home for property taxation by 50 percent, up to a maximum of $100,000. To qualify for the
senior homestead exemption, a taxpayer must be at least 65 years old as of January 1 of the tax year
and must have occupied his or her home as a primary residence for at least 10 years. The state is
required to reimburse local governments for the revenue reduction attributable to these exemptions.
These reimbursements are made as expenditures from the state General Fund via the Department of
the Treasury. Reimbursements to local governments for the property tax exemptions are the first of
three TABOR refund mechanisms under current law. Applications for a senior homestead exemption
must be made before July 15 of the property tax year, and once approved, seniors need not apply
again unless ownership or occupancy changes.

Assumptions

Population. Based on State Demography Office estimates of the number of senior households,
American Community survey data on characteristics of those households, Legislative Council Staff
March 2022 inflation and homestead exemption forecasts, and Department of Revenue data on the
senior taxpayer population, the fiscal note assumes a population of 154,828 potential claimants of the
senior housing tax credit whose incomes are expected to fall under $75,000 in tax year 2022. The
population consists of senior homeowners with less than ten years’ tenure in their homes, senior
renters, and seniors newly eligible for the senior homestead exemption but claiming the income tax
credit for tax year 2022 instead. Under current law, a portion of this population is expected not to file
income tax returns, representing taxpayers with no state income tax liability. The bill is expected to
induce a subset of this population to file tax returns in order to access the senior housing income tax
credit. In total, about 80 percent of eligible taxpayers are expected to file returns and claim the credit.

Credit amounts. For tax year 2022, the bill is expected to allow full $1,000 credits to 59,000 taxpayers,
reducing state income tax revenue by $58.9 million. The bill is expected to allow partial credits worth
between $10 and $990 to 77,000 taxpayers and reducing state income tax revenue by $41.2 million, for
a total revenue impact of $100.1 million in tax year 2022. This impact is accrued across FY 2021-22 and
FY 2022-23.

State Revenue

The bill is expected to decrease state revenue by $50.0 million in the current FY 2021-22 and
$50.0 million in FY 2022-23. The estimates represent half-year impacts for tax year 2022 on an accrual
accounting basis. The bill reduces individual income tax revenue, which is subject to TABOR.
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State Expenditures

The bill increases General Fund expenditures by $26,778 in FY 2022-23 and by $471,722 in FY 2023-24.
These costs represent the net impact of the reduction in homestead exemption reimbursements to local
governments and administrative expenses in the DOR to implement the new tax credit. Expenditures
are shown in Table 2 and detailed below.

Table 2
Expenditures Under HB 22-1205

Cost Components FY 2022-23 FY 2023-24

Department of the Treasury

Homestead Exemption Reimbursements ($466,333) -

Treasury Subtotal ($466,333) -

Department of Revenue

Personal Services $240,624 $341,837
Operating Expenses $7,155 $9,045
Capital Outlay Costs $43,400 $0
Computer Programming and Testing $105,439 $6,400
Document Management $27,827 $16,662
Centrally Appropriated Costs? $68,666 $97,778
FTE — Personal Services 4.7 FTE 6.7 FTE
DOR Subtotal $493,111 $471,722
Total $26,778 $471,722

Total FTE 4.7 FTE 6.7 FTE

L Centrally appropriated costs are not included in the bill's appropriation.

Senior homestead exemptions. In FY 2022-23, the bill reduces expenditures to reimburse local
governments for their property tax loss attributable to the senior homestead exemption for property
tax year 2022 by $466,333, assuming an estimated average exemption amount of $570 and 8,200 new
senior homestead exemptions in 2022. The fiscal note assumes that a small proportion of seniors
newly eligible for the senior homestead exemption will instead claim the new income tax credit under
the bill, with negligible numbers of those already claiming the senior homestead exemption switching
to the new income tax credit under the bill. Payments to local governments from the decreased
exemption will be made by the State Treasurer, and, based on the March 2022 LCS Economic and
Revenue Forecast, it is assumed that these decreased expenditures will increase the amount of money
that must be set aside for TABOR refunds through other mechanisms in FY 2022-23.

Department of Revenue. The bill increases General Fund expenditures for the DOR to administer the
income tax credit by $0.5 million and 4.7 FTE in FY 2022-23 and $0.5 million and 6.7 FTE in FY 2023-24.
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Personal services. The DOR will require additional staff to review and process tax returns claiming the
new refundable credit under the bill. In FY 2022-23, the department will require 4.7 FTE for tax
examiners, starting on October 1, 2022. Operating expenses include telephone, computers, and other
supplies for these staff.

Computer programming and testing. The DOR will have costs of $105,439 in FY 2022-23 to program, test,
and update database fields in its GenTax software system. Programming costs are estimated at
$45,000, representing 200 hours of contract programming at a rate of $225 per hour. Costs for testing
at the department are estimated at $54,039, representing 1,135 hours for the Systems Support Office at
$35 per hour and 568 hours of user acceptance testing at a rate of $25.20 per hour. Expenditures in the
Office of Research and Analysis are required for changes in the related GenTax reports so that the
department can access and document tax statistics related to the new tax policy. These costs are
estimated at $6,400, representing 200 hours for data management and reporting at a rate of $32 per
hour.

Document management. The department will have costs of $27,827 in FY 2022-23 and $16,662 in
FY 2023-24 for form changes and the creation of new forms. Funding for these services is
reappropriated to the Department of Personnel and Administration.

Department of Local Affairs. Workload in the department’s Division of Property Taxation (DPT) will
increase to update procedures, forms, and manuals, and to adjust training materials and answer
questions from taxpayers. Workload in DPT will also increase to develop new reports required by the
bill. This workload increase is expected to be accomplished within existing appropriations.

Centrally appropriated costs. Pursuant to a Joint Budget Committee policy, certain costs associated
with this bill are addressed through the annual budget process and centrally appropriated in the Long
Bill or supplemental appropriations bills, rather than in this bill. These costs, which include employee
insurance and supplemental employee retirement payments, are shown in Table 2.

Other Budget Impacts

TABOR refunds. The bill is expected to decrease the amount of state revenue required to be refunded
to taxpayers by $50.0 million for FY 2021-22 and $50.0 million for FY 2022-23. These estimates assume
the March 2022 LCS revenue forecast. A forecast of state revenue subject to TABOR is not available
beyond FY 2023-24.

In addition, the bill will also decrease the portion of TABOR refunds paid in FY 2022-23 using the
homestead exemption mechanism, which is the first of three mechanisms used under current law to
issue refunds. Based on the size of the projected TABOR refund to be issued in FY 2022-23, based on
FY 2021-22 surplus revenue, this will increase the amount required to be refunded by the six-tier sales
tax refund mechanism, which is the third means of refunding money to taxpayers after the homestead
exemption and the temporary income tax rate reduction.

General Fund reserve. Under current law, an amount equal to 15 percent of General Fund
appropriations must be set aside in the General Fund statutory reserve beginning in FY 2022-23. Based
on this fiscal note, the bill is expected to increase the amount of General Fund held in reserve by
$63,667 in FY 2022-23 and $56,092 in FY 2023-24, which will decrease the amount of General Fund
available for other purposes.
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Local Government

Local government revenue is not expected to change on net; however, local government revenue from
property taxes will increase, while revenue from state disbursements will decrease. By default, both
sources of revenue are subject to local government TABOR limits. For jurisdictions where voters have
exempted one of these sources of revenue, but not the other, local obligations for TABOR refunds may
increase or decrease.

Effective Date

The bill was signed into law by the Governor on June 8, 2022, and it took effect on August 9, 2022.

State Appropriations

For FY 2022-23, the bill requires and includes a General Fund appropriation of $424,445 to the
Department of Revenue with an allocation of 4.7 FTE. From this amount, $27,827 is reappropriated to
the Department of Personnel and Administration.

State and Local Government Contacts

Education Information Technology Local Affairs
Personnel Property Tax Division Revenue

The revenue and expenditure impacts in this fiscal note represent changes from current law under the bill for each
fiscal year. For additional information about fiscal notes, please visit: |eg.colorado.gov/fiscalnotes.
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